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You have asked me to calk to you aboutr what

increasing numbers of Canadians are coming to look upon as one
of the most important issues facing our councry today. T refer
to the implications of trne oxtent of foreign ownership and
control of the Canadian cconor, . I think it is correct to :zay

thalt there is qrowing concoern atout this and what ic may mean

for the ability of the Canudian pecoplc and Canadian rovernments
to make decisions about the present and ruture development-of-
our national economic environment - and of our general develop-

ment as a natiorn. _

This concern appears to be based on doubts, -
if not outright fears, - about Canada's future as a sovereign

nation with so larye a part of our economy contrclled from

.

abroad. In my opinion, there appears to be a growing consensus
f that the extent of foreign control of cur economy and its trend
of increase involves rcal problems for our independence. And in
referring to sovereignty, the ccncern is about both legal
3overeignty and also about what might be ~alled politico-econcumic §oe

sovereignty.

g The term legal sovereignty implies that within

the Canadian political state, Canadian law, both federal and

provincial - and only that law - should apply. This will be a
ralatively familiar concept to you. But perhaps something should

be said here about the term politicc-economic sovereignty, since
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it is a concept whicn has becn less completely defined. - Ey

‘ 1
! ? politico-economic sovereignty, I mean - speaking in a Canadian i
i
i context - the abilities of our governments, particularly our !
k|

v national government - the Pederal Government - to 1-pi.-.nt

ﬁ ‘ effectively, desired national policies in the light of political

= and economic forces. Politico-economic sovereignty should not

of course be looked on simply as an end in itself, but instead

L 1 as an instrument to enzhle Canadians to make decisions and
choices on goals and on methods of achieving them. - Por example,
because of the scale in which it engages in international trade, .

b and takes part in multi-lateral and other arrangements on the

{ scope and methods of such trade, Canada has increased its inter-

depandence with the res. of the world. In doing so, it has like

other major trading nations correspondingly given up a degree of !

politico-economic sovereignty. It has accepted limitations on

the extent it can exercise this sovereignty. In other words, in E |

developing our trade policy over the years the Canadian people

have consciously and implicitly accepted a torm of limitation of
their theoretically absolute autonomy in order to achieve certain

other well defined national objectives.

Direct foreign investment in Canada has brought
to
benefits but it also has meant, and can increasingly mean, what amounts/

limitations on our ability to make our own decisions on our
-prasant and future devclopment. This has come zbout in my view
without a clear understanding or recognition of what all the

vess/3
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dominated firms and $50 billion in foreign-dominated comparies.
This figure of $50 billion I should explain, is an estimate of
the book value of Canadian companies in which foreigners own

more than $0% of the equity. Although most firms in the cateyory

will be ~ffectively controlied from abroad, there may be a few i,
this category wucre Policy control rests in Canadian hands. -
Similarly, there are Goubtless a number of large firms effectively

controlled from abroad even though more than one-half of their
equity is owned by Canadians.

A fact to be noted is that the non-resident
m\h——ﬁ

i dominated firms tend to occur with greater frequency amongst the 1
H - —— t} 1
t larger corporations and it is these larger firms which seem to be

—_— T

growing most rapidly in Canada today.
\ .

Direct foreign investment has been concentrated ‘ 4

in two particular sectors of the economy -~ the resource-based
“\,_

Andustries and the manufacturing sectors. In 1967, for example,

60% of the assets in the mining industry belonged to corporations

P which were at least S0% non-resident owned. In mineral mining,

el .ot o

the figure was 42%: in mineral fuels which includes oil and gas ;
Y
almost 82%. 1In the case of the manufacturing industries, non-
resident dominated firms own more than some 608 - with higher proportior l
. in some sectors, 0% of 2' .crase and aircraft parts industry, gos ‘ i
of the chemical industry.

fra—

Sominate in finance, trangportation, compunications and utilities,
construction and retail trads. !
E ] ¥
§
{
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All this reflectis 1n part the 1=ct that =n the past.
ranadlan governments have not looied Ipon forzign ownnrship -1ad
control as a general proilem, reguizing a comprehensive policy
response - but instead as scmething which reguirea yartxcular
soiutions for poitiCu.nl scLiwrs ot the ecunomy. - Lel me trace

some of these actiorns toxr you briefly.

The Bank ACt wasg amended in 1967 - to erisure that
———— -

panks should be at least 1y owned by Canadians. - In 1965
anks should B¢ 7% ~77 " e st g

i

there was similar jegislation with respect LO.EzfiffiEEii_ifd

nowspapers, {with certain well known exceptions).

wWith respect to panks, the law provided that no
one person or group of associated perscns. canadian cr foreiqgn,
i could own more thar 10w of the voting shares of a bank, and
that the total foreign ownersnip could not exceed 25%. This
legislaticn also provided that, if the ownership of any bank was
concentrated more than 50% in the hands of one foreign owner o
associated Jroup, it could not 3xow above a certain size without
¢nrmal permission by +he Government with regard to the ownersnip
requirements. In the casc of radio and television broadcasting
radlo ane =~~~ —w———
tations, Parliamcnt decided a few years ago that 80% of the equity
i ——— ——ee
¢ ghould be held by Canadians. - Changes in the Broadcasting Act bZZév(u%xéé
3 - S i /LO‘U/
: regulations have beoen made recentiy to ensure that stations ale o -
" Pece K vz
effectively controlled by canadians. This legislation does not _gﬁﬂwé¥;
7 LT

' F%QK CAr—

. e . /6 baroadcs T -
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provide for any complete exemption for firms not Canadian ownc.:

or controlled prior to its eoffective date.

Another auvproach has been to legislate with a
view to ensurc that at least somc of the firms in a particular
sector remain under Canadian control. Amendments introduced

in 1964 to the Loan Companies Art, the Trust Conpan;gi_ﬁct, and

the Canadian and Rritish Incivs-ce Companies Act, limited the

proportion of shares which non-residents could own in companies
bl stveodhnat

inccorporated under thase federa: statutes to 25%, with an addec/
that no single torcijner could own more than 108%. This was similar
to what was done for banks, with two important differences. The
amcndments did not deal with all institutions in those categories,
provincially incorporated ones wire of course not included. Under
the constitution, banking is subject to the eaclusive jurisdiction
of the Federal Parliament, something which is pot the case for
other financial institutions. Secondly, the legislation provided
that those federally incorporated trust, loan and insurance
companies controlled from abroad at the time of the legislation
could continue subject to foreign control. This aspect did not
arise to any real extent for banks since there was only one small
bank wholly owned by one foreign entity when the 1967 amendments

were passed.

More recent actions in respect of szales financc
—_—

companies and uranium mincs have an objectiwe similar to that of

the legislation dealing with trust, loan and insurance companics,

YZ )
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T0ing back el turther ir:o Janadiar histor,,
milicres which had been dev:loped for other purposes had the
effecr of pPre~emnting for Canad:.ans concrel of certain sectors

: ) 2 1 ip. ¢
nf the economy throujh a degree of public ownersn, <] K anadian

National and Air vanada are TeThape the twe mest lBporcan.

3 les. » recencly, thro the legislaeag n ™ t,

cxamples. More rece Y ugh g " O alesg

the Federal GCovernmonr has *nsured Canadian centrol 1n the frmin

of satelliite Communication. Pederal Government investmente in
ship with Private interests in pa tic h re

Pertner 3 P nAr A8 helped ensy o

4 siomificane Canadian clement in ‘ne development of the oij

industry in Canada's nogth,

There ig POSSibly a further approach that can
be identified as having been takes by the Canadian Government cn
4t least one occasi~n in the recent past. mga‘__naa.-u.s.
mmtw Aqreong\_r;t Can certainly be viewed as an effore to

enSuTE, given the high degree of foreign ownership of the Canadian
37 Geg —F" wmershij

Automotive industry, that Canada should Baximize the benefits
T 1RiZe the benefits
obtained from this investment in terms of jobs, pProduction, exports

e /8

3001441
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4nd_Labour Unions Returns Act in 1965, Parliament improved the

extent of our xnfomtxon about foreign owncrship. »Amendmcnt:.

to the Canada Corporations Act, now before Parliament, are

iy

intended to ensure publication of more information on large

private corporations comparable to that available for public

corporations. This will affect wholly-owned subsidiaries of

foreign tirms, which include many of the largest: enterprises in
our country. Until now, they have not been obliged to publish
financial information or their Cansdian corporations. Of course
these pending amendments can apply only to companies incorporated
under the Pederal Canada Corporations Act. Provinces

generally have not yet enacted similar disclosure rules for

companies incorporated under their law.

Perhaps I might deal with another example. Resource-
mlou:ation in the provinces is of course under provincial jurisdictinn

but the Federal Government has comstitutional authority over

exploiution of resources in the Yukon _apd Horthwosb Territories.

N~
The Canada Mining Regulations provide that -inlng leases in the

!lozthwolt Territories can be qrantod only to Canadian citizens, to
i companies 50% beneficially owned by Canadians or to companies whose
0 o r—'—.——’—___'—*—_

shzres are listed on a recognized Canadian stock exchange, and in

which Canadians have a chance to participate in the ownership and
tinancing. In cffect, the regulations do not require Canadian

;:ontrol but that Canadians have an opportunity to participate in thc

veunture. Si-:uar__gggg;*aum apply for cil and gas lsases both in

m uottmst Territories and the Yukon.

4
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‘"he provincial governments have also legisla:ced e

to some exteént in thia area. In 1947, the Ontario Government

passed "The Business Records Protection Act®. The Quebec Govern-

ment passcd similar legislation - “"The Business Concerns Records

Act™ - in 1958. Both were aimed at Ppreventing provincially

incorporated companies from complying with any roquirmnti?f

directicns from authorities outside of the Province that they

STAT make available records to them, except under certain circumstances.
»)
There have also been initiatives by certain provincial governrents

-

to ensure that, ia certain circumstances, particular raw materials

Pt bbb
should not leave the province concerned without first receiving a
cartain degres of processing there.

What all of these different actions have in

common is that they have sccurred basically in reaction to
problems and circusstances in particular sectors of the economy
at particular points in time. However, as I said a few moments
490, there appears to have been & consensus emarging over the

past several years that this essentially reactive and ad hoc _

approach is no loanger adequatewand something broader and more ]

systematic is required if this country's interests are to be

properly served.

In an attempt tC heve the matter studied in a ’ ‘i
mare complete way, ia 1967 the Governmeat appointed a Task Force “l

—

on the "Structure of Canadian Industry”. It presented its report

ce-e/10
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stiacture of Caradian Industry*. It is usually knowrn by the an.

of the Task Foreo's chuirman, Melviil ‘EQEEEE;J but 1t reprus.n:

the work and the synthesis of the views of all of the group ot
cight economists who composed the Task Force. The conclusion and
recommendations of thc report (and I wum not talking about the
chairman's later manifesto) as well as a growina general concern
aucut the development of our material and human potential and
matters such as thc recent uraniuwe situation - all tnese provioc:
inputs which affected the development of the growing degree .f
cor.sensus - to which I referred - that further action by gover..-

ments was required on this whole problem area.

Some wecks ago - the day after his initial
s£at¢ncnt on the uranium industry - the Prime Minister sa}d in
the Housa - in offact - that the Government was developing “its
ceneral policy applying to the whole problem as 1t affects the
Canadian economy”. He indicated that a statament would leter be
made later on decisions reached by the Government on such a policy. /.o
present, this continues to be a matter for Cabinet ciscussion.
The final decisions have not yet been taken on such a policy anu
proposals to Parliament and the public for implementing it. I
obviously not in a position to say what chis policy and psoposais
linked with it may be. But ¥ ¢“ink I can at least suggest somc of
the Xinds of considerations any covernment would be looking at in

developing policy in this area.

Two main factors appear to be av tae rooz of the

rTusent concern about the implica:ions for Canadian sovereignty,

... /11
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wiica coulc be Cavded Ly Li.. exiuns of ‘oreign irvestmune U oa.g

One is the feeling th:: hon-resident ownership of
4 Canadian enterprise could have in addition to beneficial implicaticn.
certain adverge implications a3 well for Canada, - Examgles of uch,

retard the development of Canadjian .nt:optnneur:hip; it could leac
,ﬁ*“w,_._*-_~‘\~_hmm_k.mu‘m._~h~_

The second basis of Public concern appears to be
the growing power and incroasinq importance of the 8O0~-called *.y;¢,-
national Corporation®. First a word on the term "multi-nationy]
corporation®, s one means by thjis expression a company staff.g \
by nationals of many Countries, including those at the most senior
devels, and a Company whose owncrship is widely distributec across
nln& countrias, thon it is doubtfy] that there are more than a
handful of Such comjanieg RoWw actually in existence. Rather when

»Coble speak ot the mulLi-national corpcration what they are

enurall ] i & i ¥ H
genura talking about 1; 4 company that 15 entirely o largeiy

2000300141
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Cwnur' an. largel; w-affec Ly the catizens of one courtry with

the head office resting in wrat country, and with various

affiliated firms, effectiwcly controllied from that head office

located an e or more foreign lands. Tris is especially true

of most multi-national corpvorations based in large countriss,
particularly the inited Stutes. On the other hand, I am told

that when such firms are based in other cour.itries, like Canada,
there is perhaps a greater tendency for ownership anc staff to
be drawn from morc than onc country and for them to be somawh.:
closer to a genuinely multi-national model.

i This latter kind of business organization has
. bsen experiencing a very rapid rate of growth in recent years
and is coming to account for an ever increasing proportion of
the production of western countries. The multi-national
corpora.ion contains within itself the potential - but I suggest

wver
not necessarily the certainty - of transmitting to peoples the worja/

many of the benefits of mr urn forms of business organization,
with all tha. this implics in terms of product inncuation
technologi~al transfer and international rationalization of

resources.

v s e

However, th~ multi-national corporation can

§ Als0 cause problcms which have serious implications for the

! . sovereignty and effective devclopmeat of naticnal states. For :asta:.: _,

thuse companies tend to have a great 4doual of leverage in Cealing w.th

national governments, particularly those of relatively smull countri.._.

ce-a/13
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nesotiating che most atcractive terms for new inve: wents. L o.s

is sometning which can also happern within a country organized on

4 tederai basis with several lcvels of government. Similarly, thre

intarnational scope of their operations gives them oppurtuni+t.es

to sscape the complete jurisdiction of rational law - iz ou: .a2-.¢
Lo ahcape the co

Canadian law - relatively more easily than those trnat operatr: mose
or less ontirely within Canada. A further point is that tnae

o

multi-national corporation normally has the financial resourc =

needed to buy out or to prevent the comirg intc existence new

sources of competition. Indeec, as the Barber Report on farm

machinery argues, where the muiti-national firm is dom:inan: tiere

a

appesrs to be a tendency towarc what the economists call "origop. ..
where a few large firms donminate the industry and there is a

tendency toward administered prices and the lessening of tae ranc:

titive market situation.

This is wny I spoke of the possibility tur not
the ~ertuinty that a multi-national corporation woula transmit
across the world the benefits 1 mentioned of that modcrn form ot
business orgaaization. Such firms arc in a position tc es.ape tra:
pressures of competition since they do not have to operate ir a
true aarket system. To the extent that they do this they will not
bs obliged through the operation: of the market and cf the pres.urc.

of competition to pass on to the [iblic benefits of their form of

R Y-
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r i ization. - They would not be coliged to do this any more

wran firm.. Wwhich came Lo operate within national poundries and
which becuuse of their size and financial strength were able

to dominate ard control markets within these boundries, and did
not, thercfore, pass on the benefits of the scale of operation
to tne public of their own accord. - Instead the supervision

and ragulation by national governments was necessary to ensure
that this took place either through re-creation of a form of
competition or more directly. 1t can be argued therefore tha+
in the absence of the pressures of competition oane can be
certain that the benefits of the multi-national form of business

organization will be made available to pecple of the countries in

which such firms operate, - only - through appropriate forms of

regulation and supervision by government. -

In the lony haul - over two d-cndegupcrhags -1t

may b¢ possible for governments to deal with soms of the diffi-

culties posed by the multi-national firm through harmonization by

negotiation of their policics on such matters as Taxat-on and

Anti-%Trust. It is also possible that there could be an,;ntar-

1%

nationally agreed code prescribking the rules within which multi-

national companies will be obliged to operate. - Purther away in
time, there may be effective international sanctions aqain-t

P

various types of ptlctic.s which are objoqgiggggie. The Canadian
Government is taking an active role im international dilculiiggs.
aspecially in the OECD, aimed in this direction. MNeverthelass,
it is clear that our international initiatives will not in

e

«sea /1S

R p——————
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for action to dbe taken it must come at the level of national

}

governments themselves. This means for Canada therefore action

by the Pederal Government. But there is also a place for action

on Certain aspects by provincial governments.

~ In brief it could be said that fundacentally

there ars three sets of questions which we must lock at in

axamining the overali issue of domestic control of the natiomai

sconomic environment. Pirstly, what is the importance of the

citisenship of those who own and control Canadian business

' " activity. Secondly, what would be the appropriate level o
for=ign investment for Canads and M do about

saximigirg the benefits to Canadians from direct foreign iavest-

sent - whether it is at current levels or otherwise? Thirily,
should we be taking further steps to encourage Canadian partici-
; petion in our econcmic development and Canadian entrepreneursnip
| geserally, and if so what should these steps be?

] ‘ The Task Force Report (The Watkins Report) con- ;

fizmed that the economic benefits from foreign investment for g g
Canada have been ‘lil.lbli and Lave contributed to our present high
st adaxd of living. - As for the future, therefore it is apparent

thas amy Canadian Government would want to ensurs that there is an

——

il i

Supply of investmant capital to provide ~ontinued rapid T

sommomic growth, high levels of employmsnt, and improving standards l‘ 5

cees/16
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of i.ving. This is clearly a major pre-requisite for any >l:. | f
o

—]

wnich deuals with the problem of foreign ownership and contrci
Thus it seems to me that no Caradian Government coulé contemu.at.
cutting back on foreign investment without taking parallel measures

to ensure that the necessary investment funds can be generated

Lok

domestically. At the same time, it should be noted that a great deu! @

accumulated “foreign” investment in Canada is the result of

s b aSii

ploughing back the retained earnings, borrowings, and depreciation

Cq—

acquired in Canada by foreign owned companies; in effect much sc

called “foreign invest »nt" represents capital earned or raised .in ’
Canada.
——
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4N 1Lhe Canudla, Curicucy. ™, meang that any Guverament
e R

mCasures would nave Lo take into account the attitudes of worly

capital and money markets.

Finally, it must be recognized that it is likely that

4ny action taken would require efforts not solely » the
— —Z2OFCS not sol

federal goverament but Yy the provinces 48 well. There s
————FETerament but | SoRES 48 well

e R

diy_‘il!_-d and overlapping Jjurisdiction in areas like industriaj
[ l—md resource development ana corporate activities. Thig means
ﬂf consultation and Cooperation between botn levels of governmen: .
i = And provinces with regions having lower standards of living
and slower rates of growth than others will pe concerned -

: as will tho federal government - about the desire of their

: Populations to “atCh up with more fortunate areas of the Country,

.% 1 have been attespting to outline in ny Previous

‘ Comments some of the factorg - though not al} of them - wnich
affect the range of the options avajilable to Government in
developing Policy on this very important issue. What I would
Bow like to do 1s to xamine and to consider what - even after taking
sueh factors iato account - would be likely to happen if ye oont:::;g/
the curreat Practice, in which government decisions are made, -
if at ali, - i this area - gn a Caze by cise basis - Primarily
is reaction to the developmoats in particujar sectors.

001200030014-1
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Lo fore.gn contied woldil Continge to yrow. Onu ro.ason s th.."

there are moiv torcign-controlled firms in the world, both

in Canaca and aproad, than therc dre canadian controlled firms.

Many of these foreign controllad firm: are already operat.ng

within cur borders, or very ncar to cur borders. When a

canadiar. firm bacomcs ripe for takeover, there 1s thus a very
gruat likelihood of the firm teing tauhen over by & non~

resident controllcd company.

Another factor whicnh increases ‘he likelihood of LU.S.

firms ir. particuliar looking for acquisitions in Canada arc

-

the merger guidelines. Under United States law these make .t
very difficult for major U.S. firms tc make acquisitions within
the United Statcs. -~ Moreover, such firms often have such
oxtensive financial resources that it is relatively easy foxr
them to outbid Canadian-controlled firms in taking over Cunudia.
manufacturing or resource-based firms. - If this is correct,
then it follows that problems connected with foreign ownersaip
will also incrcasc. Let us look at this as it pertains to

the matier of extra-territorial application here of foreigqn law

- a central part of the problem.

I think the evidence is increasingly clear that

Approved For Release 2005/06/06 : CIA-RDP79R01095A001266030014-1 -
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Linad:un subsidiarie: ¢f iircs Lased 1% another country car  n.,

hove baen used 4 -fetiurenis of what amounts to an extr .~
texr;:o}zul application of that parent country's .aws and
rolicies. There ix certasnly evidonce of this w,en rospect to
United Statecs, Profcisor Hotstain, of the University

of Toronto, and a membcr of the Task force, described th.s
probles. insofar as it is vonnected with the United Statcs a+
least - in his recent testimony oefore tne House Standing Comm.
on External Affairs as follows: “The central issue is the
intrusion of Aamerican jurisdiction in Canada through the agenoy
of the American subsidiary.® He further expanded on this irn
the following terms. *“p rev.ew of the present areas of conrtrol
by the American goverument cver its subsidiaries abroad
iilustrates the underiying principlie involved, namely that tae

Americun government opcrztes on the assumption that thesc

subsidiaries arc a proper area of its own jurisdiction, .: ..,

not prepared to relinquish its general jurisdiction in any way

it defers to the interest of the host country througn apparcns

administrative concesgions only."
e T TOTICES8.0ns only.

Iet us look at some of the evidence with regacrd to

U.S. subsidiarics. As you know the United States nad beon
hnitec

confronted with LLMM&_M since the curly

1960's. when inc United States authoritics first began to deal

w.th this situation, they issued. idelines to u.s. firms
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about tie direction anG s.ze Of thear capital movenents and

o

these guidclincs were widely regardeu by subs.daarios cf . ..

ficms, sncluding thosc in Canada, 88 4pplying to tlhem. The
Canadian Jovernment thus found itself in the position of haviae
to remind Canadian corporations of the responsibilities of
their corporate citizensh.p. Later, the U.5. guidelines werc

5 made mandatory. The Canadian Govermment beliewud the effect
of these guidelines on investment flows might cause serious

difficulties for Canada. We were, in fact, able to negotiate
important exsmgtions for Canada from the U.S. guidelines and

these exemptions ~ere highly valued. But the criticism remains

that we were in the position - unacceptable, I think, to

Canadians generally - of having to negotiate with a foreign

government about what would be appropriate practice for
Canadian firms located in Canada.

e e v E S

! : ' There have been other important manifestations of

the problem of extra-territoriaiity. Regulations made undcr tno

SO

U.S. Trading with The Snemy Act appear to have affected attitud~"s

of Canadian subsidiarics of United States controlled firms on

development of export trad~ with certain countries. There are other L...

i regulations which individually affect exports of some products

from Canada to certain countries, if the -~xports contain

L . Approved For Release 2005/06/06 : CIA-RDP79R01095A001200030014-1
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<C.fvnents or tecunc logy reginatiry ia the United f*atos. .-

course, ic is 2ifficult to rudg. to what extent Coacdrin tiac.

s

Nas in effect been prevented from developing due to these

2

measures, since it ig difficult to evaluate the effect.veness

of any law solely by counting the number of times it nas been
violated.

A third example is U.c, anti-trust regulaticne .

This could maoke 1t diffi-ult fer Canadian fimj_jh;c_a_am

controlled from the United States to rationalize therr

production in CanaZa when the circumstances of the Canadian
—_— " T TRaza

market indicate the desirability of such action.

I 4o not set out these matters because of any
negative attitude toward our neighbour to the south. I do S0 wiCui .o

i they provide some reasonably well documented examples of how

L ———
o —
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a ffioviczies for Canada ~an arise ot of the actaal Or pltentia. -

Frlia-terrvitar.a, appiication of the aw of anotier country,

A R - -

That 15 to say, they prov.ge illustrarions of how tha citiz -
ship of tnese owning and convrolling firms in Canada can

bring about a shift of 1acis¢on—maxing to individuals ang

bt e

ertities outside our borders. n my View if we consider the
extra-territorial applicatior of forey ;n law to be unacceptat Le
for Canada such application should b equally unacceptable
whether or not we aqreée with the dumestic or foreign policies oy

the government fram which thacv law origi.ates.

What 1s likely to be the result of growing forei..,

control of the Canadian econory? In the formation of puklic

¥
i
solicy generally, ecdoncmic and political aspects can nevcr b %

completely separated. Accordingly, to the extent that econcmic

power, - the akility to m ake effective economic decisiors -

falls further out of Canadian hands there will be increasing
limitations on the scope uf :he real ability of Canadian

irdividuals ang governmants to make decisions in thege areas. -

Enmsahis

i Aid Canadian governments and individuale wiij face increasing
! amounts of pressuce from foreign individuals and their governaw r.t:; .
ey

i If mon-resdidant ownership and contrxol continues to increase, there
i

tc imploment them,
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Therc arc obss:vert who 40ILE “1at ch:  gteasivc
doysen of foreign ownersh.p ard control of the uconomy 1is
rewily vondusive tu the r st cffective devalopment of Canadi
smtrepruncurshipy and techuologicsl development or the optiaum
umm&mte!mmmmmpiac of view of
ossential Canadian interests. hen it COBSS tO wur human
resources fer ezampls, m% botn inw

scianss, srv likely to be attracted to the nead offices and moic
rescareh lshoratores of parent firms abroad where tne key de=i: ...

pere—

and impovrtast rescarch aro being carried owt.

There aze those who beliewve that we always benef::
substantially by being l:ah to iaport nhu?ly e2s:ly and
chesply techmology and managemert “know-how" from abroad. :u,.—.c_-
wi®h the capital imported from there. mmm this
mm.umn&umummmutmx
is locked st in the short-term, there are those who doubt thut
OUX loag-run interest will be served by our continuiag to leave
ourselvos in such a position of dependency.

vicuwsly, 1 cammot anticipats in any way at this tiame
tie outline ox details of the poliey the government may decide on.

i
1
b

£
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lowover, perhaps I can ind:cat. something of my Own views itou.
deal with in dsvcloping polizy in this area. The pattern in
the past has been to 1&&;&11“;‘” forcign ownecshir in an

(gg_{g{;mx sector and acvelop Particular rulea for that scroror.

1f wc arc to hawve a gereral policy, extending more widely coross
A . Ve &

" the economy, we ghall obviously have to develo) a more general

set of objectives for it. ‘owever, it is unlikely in By view
— T —s

that in order to reach these objectives it will be pomsibi.

to have an indentical set of rules for each sector of the cconcary
— Al 2ect

or identical policy instruments for applying them in every case.

It is likely that this will requirc the developm ~¢
thurefore not only of owerall objectives but also of 51_'.1}9:’1&
to g_uido U3 in determining UhichT.;{l or firms in the economy
roquire a higher degree of Canadian Oownership than others so

that we could have an aporoach which, while broader, g consision’
and as far as possible can be known in advance by all eoncerncd.

I don't believe that any policy decided on is likely
Lo be one involving positions considered extreme or unfair or wil:?

e

be one which fajls to recoqnize our continuing nced for capital
— 7P nced fo

and, wherce nccessary, the role of foreiyn sources in helping to

provide it. This means thercfore that our licies
R il 24 po should

bo och as to ensure the maximizing of the bencfits to Canada frca

¥




forciin investment. - I oar ~erssnally conf.ee.t that ti1s re.

not be inconsistent with the prirary aim of thase from

duroad who may be interesticd in investineg hero - the

octarning of a fair rate cf returrn on tha- investment.

But all this will require 1hat we i vi-co iure, -
—_—

legislative moans of deal . ny with the prolilen. of - oxey.. -

territorial applicazion of focoign law ‘ore to fereiqn
2 ©! - el

subsidiaries. It will also récuire ensuring
tiat foreign-controlled firms !.nave as FLOU COrporate oLt e
Me will have to coavider whot further means are

—— T TR S

at our disposal whicl. may be tequired to enLure thnat aLi Con o,
bt R L L L

firms ~ including foreign subsrdiaries - ,ﬁc‘z’,!lleE.fﬂll;—i-_iﬁ!ikr.,,,,.,...,‘.._....,,“,

potential, that they do their purchasing in Canada when e -

S——

that they do their propor share of researen AN GEVE LG, e Lt

vanada, and so on,
e o——

Also, our poiicy must be a DOS1tIve One 1n te ..

vacturaging Canadiuns to invest in Canadas, v w.dening oo

© A e

wuporiunitics for such invoutment and of LORETALLY St omudot s

Canacian catreprencurship ana technoloyy.

Now in this regard the government has confirmed re -oqps . - i

tatcation of progoeding with the crcat:sn o A Canada doeveloumorr ;

e e e

Corpocalion and that a bill will be Piesenred to Parliamcn: for ni. ;
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purpose Ln tne noear futwre.  Such a corporation Coulu well be onc

clement of such a policy. Also some of the proposals in the

White Faper on tax reform have as their stated purpose the eacouraqg.:.

of Canadians to invest mors of thair money into Canadian eguities.

But further consideration zhould alsc be givea as to

whnt a“ztxonnl msurcs shonlc be dav:.sed to a:n.st Canadxan-

contronod firms to pnrticzpate more fully in the growth ot the
econony .

The Government therefore is working to evolve a
policy ol an overall a.id more coamprehensive nature to respond to tne
growing degree of consansus to which I have referred, - tnat
further action by governments is required - to ensure that Canada's
sovereignty is not weakened by the extent of foreign ownership of
our economy. At the same time, it should not in my view be
nccessary for Canadians to pay a price in terms of slower ccorom.c
yrowth and lower standards of living if thc policies involved

are worked out and applied with skill and judgment.

My own view is that if what wc do is essentially
positive and is ossentially dcsigned to encourage the development
of Canadian potential, both matcrial and human, in a way benef.cia
our country, it sho.ld mot have adverse cffects on. the flow of

capitul hoere insofar as it is roquired fur Canadian needs. [ th.rnk
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Y .
we cun develop policies which aca in Canaca’s intere.t.. ane wiien
at the same timc arc not unfair to thoic whe invest vapital .o

wmmtmeumunutonmtt.

I believe it is possible to harmonize two essential
requirsmsnts ~ the Tequiremsnt for capital to sustain a high
rats of growth -~ and the requirsment that Canadians be able o
make decisions as to how thig gxowth and development - including
the dewelopmer.t of our idantity - shoula pProceed. The esscnce o v
aay policy in this area the Government is working on must be ;2::0; ‘
o8 having a vigourous Soonomy with balanced growth in all parts :
©f our country, while emsuring that Canadian participation in
our economic development is oxpanded. - Appropriate Government
policies I believe cam de worked out to ensure that we remain an
independent soversign state and at the same time fulfill tne !
mm:ﬂnuo!mpcmo!mmmuc‘md‘mmﬂ |

lﬁ.r.-ahhthctukvhichnmhanuw.

!

i

Approved For Release 2005/06/06 : CIA-RDP79R01095A091290030014-1




P

/Y .. . Approved For Ratease 2005/06/06 : CIA-RDP79R01095A001200030014-1 =

But it 45 ome .n wiich there is & place fur ::‘m.-:
wita your skills who are cutside of governmenat as well. rhe
m-mm-atnummnmuw
mmuwmywmumm.m
aad developmeat of the legislative .nd policy imstrumerts

B R

-»
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